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5. Medicaid reimbursement for hospital inpatient services rendered during the first cost reporting
period beginning on or after November 17, 1990 shall be on a per discharge basis for Children’s
Hospital National Medical Center, Columbia Hospital for Women, D.C. General Hospital, George
Washington University Hospital, Georgetown University Hospital, Greater Southeast Community
Hospital, Hadley Memorial Hospital, Howard University Hospital, Providence Hospital and
Washington Hospital Center. The Hospital for Sick Children, The Psychiatric Institute, Sibley
Memorial Hospital, National Rehabilitation Hospital and St. Elizabeth’s Hospital shall be
reimbursed based upon a per diem, rather than a per discharge basis.

Effective April 13, 2002 the Hospital for Sick Children’s Medicaid payment for inpatient hospital
services is based upon the Hospital’s audited allowable cost per diem for the base year period
defined as the Hospital’s fiscal year ending December 31, 1998.

a. Medicare principles of reimbursement for hospitals not included in the Medicare
Prospective Payment System, which stipulates that reimbursement will be based upon
reasonable cost limited by an operating cost per discharge amount (TEFRA Target
Rate). The TEFRA Target Rate is calculated by dividing reasonable operating costs by -
the discharges during the base periods beginning on or after October 1, 1981 and
before September 30, 1982. A hospital’s rate per discharge or per diem shall be based
on the reasonable cost of providing care, as determined in accordance with the Title
XVIII (Medicare) principles of reimbursement applicable to hospitals not included in
the Prospective Payment System, and set forth in Part 413 of Title 42 of the Code of
Federal Regulations, with the following exceptions:

1. Operating costs shall be reimbursed at actual audited allowable cost, subject to
the TEFRA Target Rate Ceiling. The TEFRA Target Rate Ceiling is determined
by calculating a “base year” cost per discharge which is updated for inflation
utilizing the update factors adopted by Medicare, except that the target rate
percentage update factor for private hospitals for the hospital fiscal year that
began on or after October 1, 1989 and before October 1, 1990 shall be 2.5%. The
“base year” is defined as cost reporting periods beginning on or after October 1,
1981 and before September 30, 1982.

2. If a hospital’s operating costs are less than, or equal to, its target amount, the
hospital shall be entitled to an incentive payment calculated pursuant to 42 CFR
413.40 (d) (2), but no costs in excess of the target amount will be allowable.
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